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EO 11652: NA 
TAGS: ETRD CO 

SUB J : TAXES ON THE IMPORT OF ENGINEERING SERVICES 

REF: STATE 196238 

1 . REFTEL RECEIVED LATE AUGUST 18. 

2. THE 40 PERCENT TAX IS ON THE GROSS VALUE OF THE IMPORTED 
ENGINEERING SERVICE. THE 12 PERCENT IS ON THE AMOUNT PAID TO THE 
COMPANY, HENCE, IT IS 12 PERCENT OF THE REMAINING 60 PERCENT, OR A 
TOTAL TAX ON THE VALUE OF 47.2 PERCENT. THE ENTITY THAT CONTRACTS 
FOR THE SERVICE NATURALLY MUST PAY THE TAXES. FOR INSTANCE, 

IF THE U.S. ENGINEERING COMPANY ESTIMATES THAT THE COST 
PLUS DESIRED PROFITS OF A JOB MUST TOTAL $100, ITS BID WILL 
BE $189. IT WILL PAY 40 PERCENT TAX ON THIS AMOUNT AND WILL 
APPLY TO REMIT $1 13, ON WHICH IT WILL PAY A 12 PERCENT 
TAX OR $13. THE U.S. ENGINEERING COMPANY RETURNS TO THE 
U.S. WITH THE DESIRED $100, THE GOVERNMENT KEEPS $89 AND 
THE CONTRACTOR HAS PAID $189 FOR A $100 JOB. 

3. THESE TAXES ACT EXACTLY AS A TARIFF. IF A 
COLOMBIAN IS TO USE FOREIGN ENGINEERING SERVICES HE 
LIMITED OFFICIAL USE 
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MUST PAY 89 PERCENT MORE, OR ALTERNATELY THE FOREIGN ENGINEERS 

CAN COME IN UDER THE TARIFF BY ESTABLISHING A COMPANY 

IN COLOMBIA. HOWEVER, EVEN IF A FOREIGN COMPANY 

ESTABLISHES ITSELF IN COLOMBIA THE DESCRIMINATION 

CONTINUES. THE FOREIGN ENGINEERING FIRM CAN NOT DRAW 

UPON ITS HOME BASED EXPERTISE UNLESS IT EITHER BRINGS 

IT TO COLOMBIA, PAYS THE TAX, PROVIDES IT FREE OR OVER- 
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CHARGES THE COLOMBIAN PORTION OF THE ENGINEERING BILL. 

IF ONE LOOKS AT THE TAX EXACTLY AS TARIFF, ITS FULL 
ECONOMIC AND DESCRIMINATORY IMPLICATIONS AND ALL THEIR 
PERMUTATIONS ARE QUITE OBVIOUS. 

DREXLER 
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